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A brief summary of the provisions and pro osed oereecn eo) 
OSGi of the Federal Crop Insurance RS NC i iaceranN aces 


Crop insurance, which seeks to oe the farmer to have wheat to 
sell every year whether his crop fails or not, will soon be ready for 
wheat farmers of the United States. 


Title V of the sich tural Adjustment ner of 1938, known as tne 
Federal Crop Insurance Act, makes crop insurance’ for wheat available to 
farmers who want it. It establishes a Federal Crop Insurance Corporation, 
which will offer wheat farmers.insurance on their crop against losses 
“from vnavoidablke eauses such as drought, flood, hail, wind, tornado, insect 
pests, and plant diseases. 


Insurance policies will be offered beginning with the crop for 
harvest in 1939. Premiums for insurance on the 1939 erop.will be paid in 
advance. The amount of premiums to be paid- will depend upon the crop-loss 
experience both on the farm and for the county in which the farm is located. 


All premiums are to be in actual wheat or its cash equivalent, and 
actual wheat is to be stored by the Corporation to pay losses to farmers. 
The wheat paid in as premiums will be held by the Corporation in approved 
storage as a reserve, until paid to farmers as indemnity for crop losses. 
The administrative expenses and the cost of storage will be paid by the 
Corporation with funds appropriated by the Government. The net cost of 
insurance will be borne by the farmers through payment of premiums. 


Crop insurance fits into a national agricultural policy of utilizing 
a part of surplus production to maintain reserves of farm products and to 
stabilize income of farm producers. It extends to the hazardous business 
4 of wheat growing the insurance protection that other businesses long have 
enjoyed. _The need for crop insurance was spectacularly demonstrated by 
the droughts of 1934 and 1936, but this need has always existed, since 
J farming is one of the most uncertain of all occupations. 
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While farmers must have good prices to obtain an adequate income, 
high prices mean nothing to a farmer who has no crop to sell. With is 
wheat production guaranteed up to a certain mumber of bushels per acre the 
farmer who takes insurance knows that he will have something to sell every 
year. 


Insurance Is In Bushels, Not Dollars 


An outstanding feature of this insurance plan is that everything is 
reckoned in terms of wheat. The premium a farmer pays is ; figured in 
bushels of wheat. The indemnity he collects for his‘losses is figured 
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in bushels of wheate The Federal Crop Insurance Corporation holds its 
reserves in wheat.e.- 

The plan a Loes “not Beaten the are a, carats pricee But it does 
try to assure him that he will have wheat to put on the market. He will 
get whatever price the market pays at the time he sells his wheat. It 
protects him against fluctuations of yield, not of price. 


Who Can n Get Crop Insurance? - 


Crop Teen cee will be available only to wheat growers at first, 
althougn if it is Sheaesst es it may later be’ extended to corn, cotton 
and other crops. 


In several respects, wheat is well adapted to testing the practi- 
cability of crop. insurance. . A sub-humid climate prevails:‘over the large 
areas of the world which produce high-milling quality wheat. This cli- 
matic condition makes wheat’ growing hazardous. Once wnaeat is sown, crop 
risks depend: largely: on natural hazards, and yields are not affected by 
methods of cultivation as is the case with row. cropse. Another most im- 
portant reason for starting with vheat is that data. on that crop are now 
available and can be readily used as a basis for crop-insurance. 


‘Any farmer may insure his production under the plan, provided that 
@ substantial number of farmers in his county take out insurancee Insur- 
ance is available not only to owmer-operators, but also to tenants and land- 
lords, who may insure their shares of the crop separately. 


For How a A Crop Be Insured? 


A Pe farmer can insure his crop for either three-fourths or one- 
half of the average yield of his farm 


To insure for the full average yield might encourage slovenly farm- 
inge Insurance for a percentage yield leaves an incentive to good farming. 


Farmers whose loss exoerience includes a comparatively large number 
of crop failures may regard a coverage of three-fourths of their average 
yield as prohibitive in cost. For such farmers a coverage of one-half of 
their average yield is available at substantially lower premiums. 


Who Operates end Pays For The Program? 


| The program is to be administered by the Federal Crop Insurance 
Corporation, established under the terms of the Federal. Crop Insurance Act. 
Local’ administration will be through State and county committees. Thus, as 
in the case of the Agricultural Aajustment Administration crop-adjustment 
and soil-conservation programs, farmers will act cooperatively with the 
assistance of a Federal agency. 
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The Act authorizes an appropriation of $100, 000,000 for expital of 
the Gorporation and $6,000,000 a year for adtini's strative and operating 
costs including storage. The capital provides a reserve upon which the 
Corporation may draw if heavy crop losses occur before the Corporation, 
ages premiums, as been able: i build up reserves sufficient to cover 
nem. 


Expenditures for administration and operating costs are considcred 
to be in the interest of. the- general welfare of the Nation, since the pro- 
gram is designed not only to stabilize vwhent.grovers! income, but also 
to establish reserve supplies of wheat to meet domestic requirements in 
case of serious crop failures.. Frequent crop fnilure in the high-risk 
areas has necessitated public expenditures for relief, and insurance helps 
the wheat industry to stabilize its own income. 


While the Government helps the farmers to launch and operate an 
insurance program, the net cost of insurance is borne by. the farmers them- 
selves. Premiums must be adequate to meet the cost of indemnifying crop 
losses. 


Where Wheat Premiums Will Be Stored 


The Act authorizes the Corporation +o store grain paid in as premiums 
by farmers. In goneral, the plan is to store the wheat as near as possible 
to the point where it is grown. 


The. wheat so stored will provide a reserve for years of crop failure 
and will tms assure consumers of a more adequate wheat supply. The amount 
of wheat which will be stored as premiums will depend upon the number of 
farmers who take out insurance. It is estimated that the total may range 
from 50 million to 100 million bushels. 


If a large portion of the. wheat. crop is covered by insurance, the 
reserves will tend to stabilize the supply and price of wheat. In years 
of big wheat crops, payment of premiums into the.reserves will take.some 
of the surplus from the market. In years of wide crop failures, whent from 
the reserves will be put back onto the market. 


While this will help stabilize prices, there will always be fluctua- 
tions in theme In years of widespread crop failure, when prices are 
normally higher, farmers as on group will get back most of the wheat they 
paid in earlier as premiums. Thus they will tend to receive back as in- 
demnities higher-priced wheat than they pois. in as premiums 


How Are Coverasse and. Promiums Determined? 

The county committees’ through which the Agricultural Adjustment 
Administration carries out its programs, have in the past acquired and kept 
record of the anmnl yields on a largo proportion of the farms. Where no 
records are available for an individunl farm the yield can be appraised on 
the basis of the experience of similar farms and on the basis of the county 
average. 


Premiums are also determined from these yield records, but they are 
managed by the variability in the amnmusl yields rather than by the average anm..) 
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yields. The crop-loss experience for .the farm-can-be figured from the 
record of annual yields. ‘The averaze crop-loss experience for weat by 
counties has already been determined from sample farms in. vwheat-—producing 
countiess The premium per acre in bushels that a farmer pays will-be the 
average of the crop-loss experience on his farm and the county crop-loss 
experiences The farmer with a bad record of crop losses will thus pay a 
higher premium than one with a good record. | 
“Avera aging with the county eee experience ‘will tend to smooth out 
the difference to allow for the fact that crop losses sometimes occur 
from accidental causes that are no more likely to occur in subsequent years 
on one farm than on another. For instance, ha ail m may have destroyed a crop 
for a farmer in one vear but his neighbor has..as much chance of being hit 
next timee Or he may have hed a shower that helped his crop but the next 
shower may as likely fall on.nis neighbor's land...This procedure will still 
leave substantial differences in premiuns omong farms to.account for diff- 
erences in ability of. farmers ‘and differences in quality of land. ue 


How Are Premiums and Insurance ( Collected? 


While the premium and loss enearne in terms of bushels of 
wheat, this does not mean that-a as to,haul actual wheat to his 
local insurance office to pay his premium, or haul-it home wnen.he collects 
for his losses. , : a alae 

The insured farmer hauls his wheat to market, just as he always doese 
He may get from the local elevator a storage receipt for the number of 
bushels he pays as premium, . With this storage receipt he can pay his prem- 
ium at the local insurance office. 


Or he may pay his premium by check or in cash, in which case the 
Corporation.will convert the cash into actual wheat by using it to buy wheat 
at the current market price and s as the actual wheat ag ains st the time 
ae Losses must be paid. When a loss is paid the insur ed farmer, if he 


ishes,can receive cash, which the De ext ee. may obtain by selling wheat 
on the market or which it may obtain from cash premiums being received cur- 
rently. 


How Will The Plan Affect The Wheat Market? 


One of the first Questions asked about crop insurance and the stor- 
ing of wheat reserves is "What effect will this have on wheat prices and 
the wheat market?" Most people who ask this question remember the Farm 
Board's experience in attempting to stabilize the price of vheat. 


The Crop-insurance plan differs from the Farm Board Programe The 
wheat reserves can not be dumped on the market at any time. Wheat stored 
as reserves will be released only in payment of lossese The amount so 
released will be small in gooé crop years and large in years of widespread 
crop failures. This fact will tend to stabilize both market supplies and 
market prices. * 
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Another frequent question is whether the insurance Corporation will 
be active in the wheat market. The only buying and selling which the 
Corporation is authorized to do under the law is the buying of grain to be 
stored as insurance reserves when farmers pay their premiums in cash, and 
the selling of grain for farmers who have suffered crop losses and who wish 
to be paid in cash rather than in actual wheat. Grain which is deteriorating 
May be sold, but an cquivalent amount must be purchased to replace it. 
Likewise grain in one location may be sold and replaced by grain bought in 
a& more convenicnt location. 


Insurance Costs and Benefits 


A wheat farmer, in considering whether he should insure his crop, 
wants to compare the costs with the benefits. Under a plan of yield insur- 
ance this comparison is simple. 


If for example he could get three-fourths of an average crop every 
Single year, in spite of grasshoppers, drought, or other unavoidable hazards, 
by sowing approximately 1/2 bushel more per acre on the best wheat land, 
£2o° “1 1/2 bushels more per acre on good wheat land, and 2 to 2-3/4 bushels 
more per acre in the highest-risk areas, would he be willing to do sof 


A farmer cannot be sure of such a crop every year even by putting the 
extra secd wheat in the ground, of course. But he can assure himself such 
a crop by putting the same quantity of wheat into insurance premiums. 


Where To Get Further Information 


This leaflet contains only “basic information intended for preliminary 
use of persons interested in crop insurance. Detailed regulations and 
further information will be made available from time to time. Farmers inter- 
ested in applying for this insurance should get in touch with their county 
agents or with their local Agricultural Adjustment Administration county 
committeemen. 
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